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overpredict economic contractions....
having predicted 8 of the last 5 recessions,
as the joke goes. Nonetheless, many
analysts are increasing their probability of
a 2019 recession into the 20% to 30% range
generally, with some estimates substantially
higher, but decidedly in the minority of
forecasts.
The Federal Reserve raised interest rates at
its December meeting. The fourth rate
increase of the year brought the federal
funds rate into the 2.25% to 2.5% percent
range. Fed chair Jerome Powell
commented that the U.S. economy was
healthy, but weakening and indicated the
Fed would likely raise rates only twice in
2019 rather than the three hikes previously
planned. The Fed reduced its forecast of
GDP growth in 2019 to 2.3%, lowered
from 2.5%.

Forecasting Index Falls
The Savannah area business forecasting
index fell 0.2% (-0.6%, annualized),
a substantial decline from the 5.5%
annualized growth rate of the previous
quarter. Weaker activity in the regional
housing market, along with a dip in
consumer expectations, pulled the index
down and offset the buoyancy provided by
relatively few layoffs in the regional labor
market.
In the regional housing market, seasonally
adjusted building permit issuance for single
family homes (a proxy for new residential
construction) fell 18%. Nationwide,
residential construction has been falling for
three quarters, so the regional market
appears to be coming into line with
nationwide trends in home construction.
Building permits issued for single family
homes fell to 420 as compared

to 513 units in the second quarter. In
contrast, the average valuation of the
building permits issued increased 4.2%,
rising to $228,000 from $219,000.
For the second consecutive quarter, lower
wages and a shorter workweek (noted
above) did not translate into increased
layoffs in the region. The number of
initial claims for unemployment
insurance (UI) dipped 1.5% to 508 from
516 in the previous quarter. New UI
claims remain 10% below normal,
suggesting firms currently remain very
reluctant to lay off workers. The preferred
path appears to be managing payroll
more efficiently and letting attrition
reduce the workforce. The seasonally
adjusted unemployment rate fell to 3.3%
from 3.6% in the previous quarter.
Advance data from the fourth quarter
points toward an increase in the
unemployment rate as the year closes.

In summary, the Savannah metro economy
grew during the third quarter, but at a
slower rate. Further, evidence is mounting
that points toward a sluggish near-term
future. Declines in total employment,
utilization of the workforce, new home
construction, and business/professional
services employment suggest a near-term
slowdown is increasing in likelihood.
This, in combination with the fall in the
forecasting index, suggests the regional
economy may be approaching a stall.
It is recommended to closely monitor
economic conditions in early 2019.
Morgan Rushing provided research
assistance.

A Note From the Director
The Economic Monitor is available by email and at the Center’s website
(georgiasouthern.edu/parker/big/big-programs/cbaer/). If you would like to receive
the Monitor by email, please send a ‘subscribe’ message to CBAER@georgiasouthern.edu.

About the Indicators
The Economic Monitor provides a continuously updating quarterly snapshot of the Savannah Metropolitan Statistical Area
economy, including Bryan, Chatham and Effingham counties in Georgia. The coincident index measures the current economic
heartbeat of the region. The leading index is designed to provide a short-term forecast of the region’s economic activity in the
upcoming six to nine months.
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